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A Decompositional Analysis of Taiwan’s
Income Distribution in 1980 and 1986

Yun-pen Chu
Abstract

This study first linearizes the factor components of household income,
then applies the method discussed in Shorrocks (1982) to decompose the
total inequality into the following components: employment, household
property income, household transfer and other incomes, sex composition of
income earners, and these earners’ education, age, employment status,
industry of employment, and occupation. It is found that in both 1980 and
1986, the unequal distribution of employment levels and of household
property incomes are important contributing factors to total inequality. It is
also found that, important in both years, but with the levels of importance
changing a great deal between 1980 and 1986, and therefore the likely factors
that caused the rise in total inequality between these two years, are the
regression residual effects of the male and female income earners. Namely
the residual differences in the incomes of these earners that are not explained
by their education, age, employment status, industry of employment or
occupation.
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